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HOUSE BI LL 1772

State of WAshi ngt on 56th Legislature 1999 Regul ar Sessi on
By Representatives DeBolt, Crouse and Morris

Read first tine . Referred to Commttee on

AN ACT Rel ating to rural tel ecomunications regulatory efficiency;
addi ng new sections to chapter 80.36 RCW and creating a new section.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

NEW_ SECTI ON. Sec. 1. The purpose of this act is to continue
actions that have been taken in recent years at the national and state
| evel s to pronote conpetition in tel ecomunications and preserve and
advance universal service. It is also the purpose of this act to
pronote continued investnent in teleconmunications infrastructure
within the state of Washington, and to reduce the cost and extent of
regul at ory oversi ght of tel ecommuni cations firns operating in the state
of Washi ngt on.

NEW SECTI O\ Sec. 2. The definitions in this section apply
t hroughout sections 2 through 6 of this act unless the context clearly
requires otherw se.

(1) "Access service" neans the provision of communi cati ons between
a custoner’'s premses and an interexchange carrier’s point of
i nterconnection with a local carrier’s network for the conpletion of
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end user calls to the public switched network for the origination or
term nation of interexchange |ong distance traffic.

(2) "Basic |ocal exchange service" nmeans the foll ow ng services:

(a) Single party service;

(b) Voice grade access to the public sw tched network;

(c) Flat rate residential |ocal service and busi ness | ocal service;

(d) Dual tone nultifrequency signaling (touch-tone);

(e) Access to energency services (911);

(f) Access to operator services;

(g) Access to interexchange services;

(h) Access to directory assistance; and

(1) Toll Iimtation services.

This definition may be anended fromtine to time by the comm ssion
by rule. However, no additional definition shall be added unless the
commi ssion finds that such a service is subscribed to by a majority of
custoners in urban areas and is consistent wwth the public interest.
The cost to provide any additional service added to the definition set
forth in this subsection shall be provided under the fund.

(3) "Federal act" neans the communi cations act of 1934 (47 U S. C
151 et seq.), as anended.

(4) "Rural tel ephone conpany” neans a | ocal exchange carrier to the
extent it qualifies as a rural telephone conpany as defined in the
federal act.

NEW SECTION. Sec. 3. (1) As to any incunbent rural telephone
conpany that has filed notice in accordance with section 4 of this act,
or any conpetitive |ocal exchange carrier, the conm ssion shall not:

(a) Require the filing of any financial report, statenent, or other
docunent for the purpose of review ng, nonitoring, or regulating rate
base, earnings, or rates of return; or

(b) Conduct any investigation of rate base, earnings, or rates of
return.

(2) Consistent with the policy of telecomunications conpetition
that is inplenmented in sections 2 through 6 of this act, other than the
conmi ssion’ s adoption of rules required by sections 2 through 6 of this
act, the conmm ssion shall adopt no new rule that increases regulatory
burdens on tel ecommuni cati ons service provi ders, except upon a show ng
that the benefits of such a rule are clear and denonstrable and
substantially exceed the <cost of conpliance by the affected
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t el ecommuni cati ons service providers. In determning the cost of
conpliance, the conm ssion shall accept as prima facie correct the
estimates of cost of conpliance submtted by the affected
t el ecomruni cati ons service providers.

(3) Not later than one hundred ei ghty days after the effective date
of this section, the conm ssion shall conduct a rul e-maki ng proceedi ng
to identify and repeal all rules relating to the provision of
tel ecomuni cations service that are inconsistent wth, have been
rendered unnecessary by, or have been superseded by either sections 2
through 6 of this act or the federal act.

NEW SECTION. Sec. 4. (1) Anyrural tel ephone conpaniesthat file:
(a) An infrastructure devel opnment plan that neets the requirenents of
section 5 of this act; and (b) notice with the comm ssion of an
el ection to be regulated in accordance wth the provisions of this
section, are authorized to determ ne and account for its revenues and
expenses, including depreciation expenses, under generally accepted
accounting principles, and, except as provided in this section, shal
be subject to regulation only in accordance with this section and shal
not be subject to any rate review or rate of return regul ation by the
comm ssion. Any conpany making this election shall filerate lists for
its tel ecommunications services, which rates shall be effective upon
filing, except the rates for basic | ocal exchange services and sw tched
access services, which rates shall be effective upon conpliance and in
accordance with the procedures in this section.

(2) On the effective date of an election under this section, the
tariffed rates of a conpany electing to be subject to the provisions of
this section are deened fair, just, and reasonable and shall continue
to be deened fair, just, and reasonable as | ong as any i ncreases in the
conpany’s tariffed rates are in accordance with the provisions of this
section.

(3) The conmpany may increase its basic | ocal exchange service rates
after sixty days’ notice to all affected subscribers. Rates for basic
| ocal exchange services may be reduced and be effective immediately
upon filing or at such later tine specified in such filing. Notice by
the conpany to its subscribers shall be by regular mail and nmay be
included in regular subscriber billings and shall include the
fol | ow ng:
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(a) A schedule of the proposed basic |ocal exchange service rate
change;

(b) The effective date of the proposed basic | ocal exchange service
rate change; and

(c) An explanation of the right of the subscriber to petition the
commi ssion for a public hearing on the rate increase and the procedure
necessary to petition.

(4) The subscriber petitions provided for in this section shal
contain the nanme, address, telephone nunber, and signature of each
subscri ber signing the petition and a description of the relief sought
and the facts and basis for the petition. Only the subscriber in whose
name the tel econmunications service is |listed shall be counted as a
petitioner, and a subscriber with nultiple tel econmunications service
lines is counted as a single petitioner. Every signature nust be dated
and shall have been affixed to the petition within sixty days precedi ng
its filing wwth the conm ssion.

(5) The comm ssion has the authority to revi ew basi c | ocal exchange
service rates set by the conpany only upon a formal petition that
conplies with subsection (4) of this section and that is signed by at
least fifteen percent of all affected subscribers. If a proper
petition is presented to the comm ssion within sixty days after the
date of notice of the rate change was sent to affected subscribers, the
comm ssion shall accept and file the petition and, upon reasonable
notice, may suspend the rates and charges at issue during the pendency
of the proceedings and reinstate the rates and charges previously in
effect and shall hold and conplete a hearing on the i ssue within ninety
days after filing to determne if the rates as proposed are just and
reasonable. The comm ssion may, within sixty days after close of the
hearing, enter an order adjusting the rates and charges at issue
except that the commi ssion may not set any rate or charge bel ow the
basi ¢ | ocal exchange service rates in effect at the tinme the new rate
at issue was proposed. A conpany subject to this section shall not
increase its rates without the approval of the comm ssion for six
months after the date the comm ssion enters such an order. If the
comm ssion fails to enter any order within sixty days after the close
of the hearing, the petition shall be deened denied and the rates and
charges shall be deened approved for all purposes, including the
pur poses of appeal.
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(6) The conpany may withdraw its proposed increase in basic |ocal
exchange service rates at any tine.

(7) A conpany subject to this section nmay at any tine file an
application with the conm ssion requesting the conm ssion to prescribe
just and reasonable rates for the conpany. Any rate so set nmay
thereafter be adjusted as provided in this section.

(8) Nothing in this section shall restrict any custonmer’s right to
conplain to the commission regarding quality of service or the
comm ssion’s authority to enforce quality of service rules and
standards that are equally inposed on all tel ecomruni cati ons providers
who qualify for eligible telecommunications carrier status.

(9 The commission may, on its own notion, review basic |oca
exchange service rates of any conpany subject to this section if the
conpany has increased these rates by nore than the greater of fifteen
percent or two dollars per access |line per nonth within any consecutive
twel ve-nont h peri od, excluding rate increases under subsection (14) of
this section. The comm ssion shall hold and conpl ete a hearing on such
rates within ninety days after first giving notice of the hearing to
the conpany to determne if the rates as proposed are just and
reasonabl e. The notice of hearing nust be given to the conpany within
ni nety days of the date of an increase which itself, or cumulative with
ot her increases, exceeds the threshold of fifteen percent or two
dol l ars per access line per nonth within any consecutive twel ve-nonth
peri od. The comm ssion may, within sixty days after close of the
hearing, enter an order adjusting the rates and charges at issue
except that the comm ssion nmay not require the conpany to set any rate
or charge below the greater of the rates in effect at the tinme of the
filing of the increase or the actual cost of providing such service as
establ i shed by evi dence received at the hearing. In such an order, the
comm ssion may order a refund of amounts collected in excess of the
rates and charges as approved at the hearing which may be paid as a
credit against billings for future services. |If the conmssion fails
to enter any order within sixty days after the close of the hearing,
the rates and charges shall be deened approved for all purposes,
i ncludi ng for purposes of appeal.

(10) For purposes of this section, the comm ssion may not require
a conpany that is subject to this section to set its rates below the
actual cost of the conpany providing the service. The actual cost
shall, if requested by the conpany, be determ ned to include a ratable
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portion of adm nistrative expenses and overhead i ncurred by t he conpany
in its operations, the conpany’ s established depreciation rates, and
the appropriate anortization of previously deferred accounting costs.

(11) No rural tel ephone conpany subject to this section may change
its basic |local exchange service rates wthin ninety days after entry
of a final order adjusting the rate under subsections (5) and (9) of
this section.

(12) Notwi thstanding the provisions of this section, if another
t el ecomuni cations provider offers basic |ocal exchange service or
swi tched access service wthin a |ocal exchange area of the conpany
subject to this section, the conpany that is subject to this section
may determne its rates for those service or services wthin the
exchange or exchanges in which another telecomunications provider is
providing the service or services, in the sane nmanner that it
determnes its rates for other services under subsection (1) of this
section.

(13) A rural telephone conpany electing to be regulated in
accordance wth this section may package any of its services with any
other service it or its affiliates offer, with or without a discount,
provided that basic |ocal exchange services and swtched access
services may be purchased separately at the rates that are established
in accordance with this section.

(14) A rural telephone conpany electing to be regulated in
accordance with this section shall commt inits notice of election to
the comm ssion not to increase rates for basic | ocal exchange service
for two years from the date of election except for increases to an
affordability benchmark established by the comm ssion for universa
service or for cost shifts mandated by federal or state governnments or
agencies or for costs inposed or required to be incurred by federal,
state, or local governnents or agencies, such as |l|ocal nunber
portability.

(15) A rural telephone conpany nmay termnate its election under
this section on ninety days’ witten notice to the conm ssion.

NEWSECTION. Sec. 5. (1) Each rural tel ephone conpany electing to
be regulated under section 4 of this act shall file a network
infrastructure plan with the comm ssion at the tine it files notice of
its election. That plan nust include a schedule for the depl oynent of
advanced service capabilities by Decenber 31, 2003. As used in
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sections 2 through 6 of this act, "advanced service" neans the
depl oynment of integrated services digital network (ISDN) or its
technol ogi cal equivalent or other broad band facilities. These
facilities and services need only be deployed upon a firm custoner
order for the service. The plan nust include a target for the conpany
to have facilities available to provide enhanced universal service to
at least fifty percent of the custoners served by the conpany.
However, if the density of custonmers served is less than five access
lines per square mle in a wire center, the plan my exclude that wire
center.

(2) As an alternative, a conpany’s infrastructure deploynent plan
may i nclude a conmtnent to provide investnment for capital projects at
a mninmum |level of at |east eighty percent of a rolling five-year
average investnent in telecommunications plant within the state. The
initial five years for calculation of this five-year rolling average
shall be from January 1, 1993, through Decenber 31, 1998. A conpany
shal|l report to the comm ssion any di screpancies and the reasons why it
is not making investnent at the mninum|evel contained in the plan.

(3) The infrastructure devel opnent plan shall include provisions
for interoffice route diversity, with self-healing capabilities.

(4) The comm ssion shall approve the plan if it conplies with this
section. The fact that the plan has not been approved shall not have
any effect on a conpany’s election to be regul ated under section 4 of
this act.

NEW SECTION. Sec. 6. If the comm ssion acts to nodify or renove
an exenption held by a rural tel ephone conpany under the
t el ecommuni cati ons act of 1996, coincident with the effective date of
any nodification or renoval of such exenption, the conmm ssion shal
grant that rural telephone conpany pricing flexibility. The rura
t el ephone conpany is then authorized to convert its tariffs to price
lists and, in all respects, shall be treated as though it were
classified as a conpetitive |ocal exchange conpany. The pricing
flexibility granted to such rural tel ephone conpany shall affect only
such exchanges served by the rural telephone conmpany to which the
nodi fication or renoval of the exenption applies. The pricing
flexibility granted to the rural tel ephone conpany shall not allowit
to priceits services belowlong-run increnental cost, except for basic
| ocal exchange services which may be priced bel ow | ong-run increnental
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cost, taking into account the anpunt of support cal cul ated per access
line for that exchange from the state and federal universal service
f unds.

NEW SECTION. Sec. 7. Sections 2 through 6 of this act are each
added to chapter 80.36 RCW

~-- END ---
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